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OGC HAS REVIEWED.

Chief of Procurement 1l Decerber 1950
Attt | |
Law Divieion

fevision of Research and Development Contrsct Torn

1. Reference is made to the memorandum of [ ] dated 15 Aug= STATINTL

ust 1950, on this matter, which has been the subject of various discussions
beitween our two offices. Answers to the inquiries made therein, and other
pertinent comments, are set out below. ‘

2+ The provision regarding erployment of aliens set forth in paragraph
7-10L.3 of the ASPR should be inserted in the J&D formy in conformance wth
the policy established in paragraph 12-30L of the ASPR.

3¢ The "Chmges” provision aet oub in ATPR 7-103,7 may be used in the
ReEn forms

L« The copyright clause set out in ATPR 9w202 may be used with the 8D
form, as proposed in the referenced menmorandum, Towever, it is felt that this
elause does not afford CIA sufficlent security protection in certain cases. A
suggested copyright clause in attached hereto, for uge in contracta where a
principal item to be supplied under the contract is copyrightable naterial in
which CTA wishes to have full and exclusive rights of use and reproduction.

£, Article 2 gives the Contractor the right to terminate the contract
at any time, It is suggested that this is an unnecessary and undesirable
concession to make in the WD form. In cases where the Contraciing Oofficer
believes that the contract should be terminated for some compclling reason
of the Contractor, the Contracting Officer may terminate the contract for the
convenience of the Government, under the atandard termination article sttached
ag Appendix I to the kD form, Thim gives the Contractor 2 favorable termine
ation ssttlement.

&, The "Definitions® clause in Article 1{c) would appropriately come
at the beginning of Article 1 and should include a recital that the term “Die-
rector® means the Diractor of Cenmtral Intellizence. In the Nefinitions™
clause the phrase "by the Contracting Officer" should be delsted, since some
of ine Authorized Zwpresentatives referred to in the various Articles are
authorized representatives of the Director and not of the Contracting Of{icer.

7. The Article on *Imspection” {(renurborod 11) errcneously refers to
JPE 7-103,5 instesd of ATPR T=103.5. I& ia helioved that ASPR 7=103.5 w»ill
prove to be wnduly onerous to the Contractor under many &0 contracts, ‘e
will be glad to draw up & more flexible clasuse for use in DD contracts if
you ac desire.

8, In the Article on "Security” {(remumbered 17} the phrase "as amended"
should be inserted after wh2 Stat, 062", Article 17 should then contime as
followme
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"(b) The provisions of the 'Security lequirements for Contractorst,
mmhed to this contrasct as Appendix IV, are incorporated herein by
: CNLG

n(c) Subcontractors. The Contrazetor shall cause the provision set
out in paragmﬁ_ Ta) of this Article to be inseried in all subecontracts
under this contract, where aprropriats from a security standpoint. In
case of doubt he shall seek, and be governed by, the adviee of the Cotym
tracting Officerh

9. A caveat is expressed as to the practical application of Article 1(b},
entitled "Duration of Cubject ¥ork.," This type of clause, setting a time limit
" on the Comtractor's right and cblizatiom to procead, is a safeguard often used
by the Government, for fiscal and other reasons, to prevent the work from drag-
ging on indefinitely, and is appropriately used for that purpose. lHowever,
when a date for performance is set out in the Schedule, it would be an unwise
practice to autematically insert the ssme date in Article 1(b), since the ofw
fect would be to release the Contractor from all oblization to proceed with
the work after that date, although the Government might in some cases still
degsire performance to be completed, ‘

10, This leaves for discussion Article J on aConpensation™s Thal Article
is in essence the standsrd government coat~plusea-fixed-foc provision and is
therefore authorized for this type of comtract. Jeveral minor changes in
wording and arrangement are suggested, as follovwas

n{a) Tixed Tee, The fixed fee shall bs commted at pereant
of the MaxImm Allowable Cost of this contract,

u(b) Haxlmes Allowable Cost. Actual costs for which the Contractor
ves BL0y

*({e) {unchanged)
s(4) Allowsble Costs (Insert here Article Ll{e))en

11. In our dizcussions it was stated by repressntatives of your office
that & need iz felt for & compensation provision providing for calenlation of
the Pived Fee on the basis of actual costs incurred, up to the Maximum Allow-
shle Cost. This departure from normal govermment progurement policy iz felt
to be necessary in scme RLD contracts due to current difficultiss in nejoti-
ating a reasonable figure for the Maximum Allowable Coats It is felt by this
office that such a provisien cen legally be used in R&D eontracts and would
not be in violation of the statutory prohibition sgainst the cogbepliuses-
percentage-of=cost system of contracting., The following substitute for parse
_graph {8) of Article 3 is suggested for use in =N contracts, where so desired
by the Chie’ of Procurementi

#{a) Fixed Fee. The fixed fes schall be computed at pereent
of the actial os% Lncurred hereunder, but in no event shall the fixed
feoe expoed percent of the Maximum Allowable Cost sot forth in
paragraph (BY of this Article 3.7
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12, Tt should be emphasized that the contract form here under discuse
eion 18 only for uss in research and development contracts, as certain re-
laxations have been rmade to sult the exigencies of that type of work,

STATINTL

2 Inclss
1. Draft Contract Agreement
2« Saggested Copyright Clause

STAT | |

cet V/Subject
Chrone
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